Antibribery Programs and
Transparency in Intemational
Organizations

Section 6 (a) (8) of the IAFCA directs that the repomcluding the IMF, the World Bank and regional devel-
to Congress contain an assessment of antibribery pppment banks, are particularly important because they
grams and transparency with respect to each of the inextend financial assistance or fund commercial contracts
national organizations covered by the IAFCA. Ovamounting to billions of dollars annually in countries
eighty organizations fall within the IAFCA's purview.around the world. They need to take particular care to
They include large institutions, such as the World Bardgjard against bribery and corruption in the countries
International Monetary Fund (IMF) and the World Tradehere they operate. We have included the WTO, the
Organization (WTO), as well as smaller and less wellhited Nations, the Organization of American States
known technical bodies. (OAS), and the OECD for special attention this year be-

Under the Convention, any official or agent of eause of their work in promoting international antibribery
public international organization is considered a “foreignitiatives and encouraging national governments to
public official” and thus must be covered by a legal pretrengthen relevant domestic laws. In light of Section 5
hibition against bribery. Since the FCPA did not includ# the IAFCA, we have also examined the policies on
officials of public international organizations in its defibribery and transparency of INTELSAT and the Interna-
nition of a “foreign official,” the United States needed ttional Telecommunications Union (ITU) since their op-
amend the FCPA to bring it into conformity with therations can have a significant impact on competition in
Convention. The amendment, embodied in the IAFCAatellite communication services.
applies this provision to all public international organi- As a matter of policy, the United States seeks to en-
zations designated by executive order under Section tofirage all public international organizations to main-
the International Organizations Immunities Act (2fain high standards of ethics, transparency and good busi-
U.S.C. 288) (IOIA) and to any other international orgaess practices in their operations. The greater attention
nization designated by the President by executive ordéren to international bribery issues over the past several
for the purposes of the FCPA. years, in the OECD and other forums, has helped to pro-

This first report to Congress focuses on several majoote positive change in many organizations. In future
international organizations that have the potential to aéports, we will include an assessment of additional in-
fect international bribery on a large scale through théérnational organizations. For those major international
policies and activities. International financial institutiongrganizations for which our focus this year was on exter-
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nal activities to promote antibribery and anticorruptiot999, the Board was composed of twenty-eight members
initiatives, we will also examine issues related to the#presenting in total approximately 110 INTELSAT sig-
internal policies and programs to promote transparengtoriest

and prevent corruption. Decisions by the Board are generally made on the
basis of consensus, without calling for a vote. When votes

_ .. are determined to be necessary for a decision on a sub-
International Telecommunications stantive question, voting generally is weighted accord-
Organizations ing to the investment share in INTELSAT represented
by each Board member (at least four Governors having
INTELSAT at least two-thirds of the total voting shateljhus, the

This section of the report addresses the request fbs. signatory, Comsat, with the largest investment share
information on antibribery programs and transparencyINTELSAT (approximately 19.8 percent as of March
with respect to the International Telecommunicatiods 1999) also has the largest proportional voting share
Satellite Organization (INTELSAT) as an internationatithin the Board of Governors.
organization covered by the IAFCA. Chapter 10 assesses|In addition, Article X(b)(i) of the INTELSAT agree-
the advantages in terms of immunities, market accessnant provides that the Board of Governors is required to
otherwise of INTELSAT as an international satellite ofgive due and proper consideration to resolutions, rec-
ganization described in Section 5 of the IAFCA. Oveommendations, and views addressed to it by the Assem-
all, we find that INTELSAT has the requisite tools ibly of Parties or the Meeting of Signatories.” This pro-
place to address antibribery and transparency issuesidtes a mechanism for parties and signatories to oversee
its policies and programs. or otherwise affect the actions of the Board of Gover-

INTELSAT is structured under the terms of theors and, in doing so, the operations of the organization.
Agreement Relating to the International Telecommuri4oreover, the U.S. government, and increasingly other
cations Satellite Organization (“INTELSAT agreementovernments, send representatives to the Board meet-
to have four organs. These include the Assembly of Piags accredited as part of their signatory delegations. (The
ties, the principal organ of INTELSAT composed of all.S. representatives are present as part of the U.S. gov-
INTELSAT parties (national member governments); thenment “instructional process” created pursuant to stat-
Meeting of Signatories, composed of all signatories (dege and executive order to provide policy guidance to
ignated by each party to invest in and participate in t@@msat for its participation in the meeting.)
commercial operations of INTELSAT); the Board of
Governors; and the INTELSAT Management, the execu- INTELSAT Provisions Regarding Procurement
tive organ which handles the day-to-day business opera- The procurement of telecommunications satellites and
tions of the organization and which is most closely stelated assets are among INTELSAT's largest business trans-
pervised by the Board of Governors. The discussiantions. The Board of Governors adopts procurement pro-
below focuses on the Board of Governors and the IBedures, regulations, terms and conditions consistent with
TELSAT Management, as these two organs have virthe INTELSAT agreement. It reviews and approves indi-
ally all responsibility for the organization’s business de&idual major procurements and any substantive deviations
cisions and transactions (subject to ultimate oversigidm INTELSAT's standard terms and conditions that are

by the parties). considered significant departures from INTELSAT practice,
or which raise significant policy issues. These procurement
Decisionmaking in the Board of Governors decisions, and decisions on more minor procurement mat-

Most of INTELSAT's major business decisions arters, are carried out by the INTELSAT Management.
made within the INTELSAT Board of Governors. The INTELSAT's Administrative Policies and Proce-
Board is typically composed of just over twenty-five menttures Manual (ADM), which sets forth the official
bers representing signatories with relatively greater invgstlicy of the INTELSAT Management, includes a par-
ment shares in the organization and groupings of a nuioular section addressing inappropriate conduct in the
ber of signatories with smaller investments. Mechanismcurement process. It provides detailed guidelines for
exist within the INTELSAT agreement also to promoterocurement and the reporting of any concerns or inap-
representation of each of the geographic regions defipgdpriate actions on the part of proposers or staff dur-
by the Plenipotentiary Conference of the Internationialg or prior to the procurement process. Moreover, the
Telecommunication Union (Montreux, 1965). As of MarctNTELSAT agreement establishes a process under
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which, in general, the award of INTELSAT procureguidelines for handling nonmonetary gifts and the re-
ment contracts is based on responses to open intekiew of any gifts of greater than nominal value by the
tional invitations to tender, and is made to bidders afeneral counsel and the director general and CEO.
fering the best combination of quality, price, and the The policy includes an annual reporting requirement
most favorable delivery time. for all employees, requiring all employees to certify an-
In certain exceptional circumstances, the INTELSAfually in writing that they have reviewed the policy and
Board of Governors may decide to procure goods and $bat they have been and are complying with it in all re-
vices other than on the basis of responses to open intespe&cts. The director general and chief executive officer
tional invitations to tender. Exceptions can be made whten reports to the Board of Governors his determina-
the estimated value of the contract does not exceed a tiens of any actual or potential conflict of interest re-
tain dollar value determined by the Meeting of Signatperted, based on written recommendations by the vice
ries or when other particular circumstances describedpitesident and general counsel. The Board generally re-
Article 16 of the operating agreement exist. Article 16 preiews these determinations at its December quarterly

vides for exceptions meeting.
. Where procurement is required urgently to
meet an emergency situation involving the op- INTELSAT Audit Procedures
erational viability of the INTELSAT space seg- In 1987, a fraudulent and corrupt scheme involving

ment; where the requirement is of a predomi- the construction of INTELSAT'’s then-new headquarters
nantly administrative nature best suited to local building was uncovered by INTELSAT employees. The
procurement; and where there is only one source matter was reported to INTELSAT's external auditors
of supply to a specification which is necessary and the chairman of the INTELSAT Board of Gover-
to meet the requirements of INTELSAT or where nors. The chairman immediately suspended, and the
the sources of supply are so severely restricted Board subsequently removed from office, the two in-
in number that it would be neither feasible nor volved INTELSAT officers: the director general (an
in the best interest of INTELSAT to incur the  American citizen) and the deputy director general (a Ven-
expenditure and time involved in open interna- ezuelan citizen). The immunities of both of these offic-
tional tender, provided that where there is more ers were waived by INTELSAT and both were ultimately
than one source they will all have the opportu- convicted in U.S. courts of criminal behavior. INTEL-

nity to bid on an equal basis. SAT has instituted civil actions against the two individu-

als in an effort to collect damages from them. This inci-
Policy on Conflicts of Interest and dent led to the creation of additional audit mechanisms
Contributions and oversight. These are detailed below.

INTELSAT established in 1991 (and revised in 1997) There are three separate vehicles for INTELSAT ac-
a Statement of INTELSAT on Conflicts of Interest antivities and/or records to be audited on a regular basis.
Contributions. This policy, adopted by the Board of Go¥irst, INTELSAT has an Internal Audit Department to
ernors and enshrined in the ADM, applies to all INTElserve an independent appraisal function. The Audit De-
SAT staff, including staff on regular, fixed-term, partpartment has been given broad authority to review IN-
time, or temporary appointments. The policy specificallfELSAT activities and records and to provide analyses,
addresses the potential for improper payments, contseommendations, and other comments to the Manage-
butions, or other transactions and establishes a polegnt following its review. Second, the INTELSAT Board
under which INTELSAT employees may not pay or obf Governors has established an Audit Committee of the
fer any monies, gratuities, or favors from INTELSABoard, to help ensure the soundness of INTELSAT's fi-
funds to government officials or personnel of any counancial administration, audit, and reporting process. Fi-
try or to any individual or organization. Contributionsally, Article 12 of the INTELSAT operating agreement
may not be made from INTELSAT funds to any politicgirovides that “The accounts of INTELSAT shall be au-
party, politician, or candidate for public office of anglited annually by independent auditors appointed by the
country. Gifts from INTELSAT funds of greater than 8oard of Governors. Any signatory shall have the right
nominal value must be properly documented and ay-inspection of INTELSAT accounts.” In recent years,
proved by the director general and CEO or an officArthur Andersen LLP (and previously KPMG Peat
designated by him. Cash gifts may not be acceptedMgrwick LLP) audited the balance sheet and related fi-
INTELSAT employees. The policy establishes cleaancial statements of INTELSAT.
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International Telecommunication Union ing staff for meetings and conferences, the secretariat
The International Telecommunication Union (ITUmakes the necessary financial and administrative arrange-
facilitates cooperation among member states (some b8énts and prepares materials used for a report on the
countries) on the improvement and rational use of intgiolicies and strategic plan of the ITU. The three sector
national telecommunications of all kinds. The ITU alsdirectors administer specialized secretariats that support
encourages participation of other organizations and ghie work of study groups within their sector. The U.S. is
vate sector entities in the activities of the ITU and prgenerally satisfied with the services and support provided
motes their cooperation with member states to advargethe secretariat for ITU meetings.
ITU goals.
The ITU’s decisionmaking process is essentially trarts= . " . o
parent and open to review and oversight by all memtigternational Financial Institutions
states. ITU members consider the views of governments, The United States has, in cooperation with other
private sector entities and other organizations when sihareholder countries, aggressively pressed the interna-
dertaking activities that result in regulations, procedurisnal financial institutions to put in place anticorruption
and recommendations on the operation of telecommustrategies, policies and programs. As a result, the major
cation systems and services. ITU staff serve as the seirrgitutions—the International Monetary Fund, the World
tariat for ITU meetings and have responsibility for thBank, and the African, Asian, Inter-American, and Eu-
coordination and publication of telecommunication seepean regional multilateral development banks—are
vice data needed for operation of services. Important géaying a growing role in promoting good governance,
cisions, however, are made by the member states théamsparency, and accountability. Significant progress has
selves, not by the secretariat. been achieved. Corruption is now recognized as an im-
Members states of the ITU meet approximately epertant international and development issue that must be
ery four years at a plenipotentiary conference. At trasldressed. The following sections, which were prepared
conference, members elect the secretary general, ltlgehe Treasury Department, provide a summary of steps
deputy secretary general, and three sector directors taken by the six major international financial institutions.
rector of radiocommunication, director of telecommuni-
cation standardization and director of development). Theternational Monetary Fund
plenipotentiary also elects a council which meets annu- The IMF has become increasingly active in recent
ally and a part-time radio regulations board. The coungédars in the fight against bribery and corruption. The
is responsible for overseeing the ITU’s activities betweéhmited States, in cooperation with IMF management, has
conferences. World radiocommunication conferencpkyed a leading role in bringing about the transition
occur every two to three years to revise the radio reguiam a traditional view that corruption was primarily a
tions, which allocate global frequencies and establighlitical problem with law enforcement as its solution
procedures for countries to assign frequencies and otbiturrent conclusions that corruption adversely affects
positions. Adoption of radio regulations are made intlae formulation and implementation of macroeconomic
transparent manner by a consensus of the member states financial policies, undermines confidence in pub-
Member states, private sector entities, and other lit-policies and institutions, and discourages saving, in-
terested organizations participate in the work of each I'Mdstment and economic growth.
sector. The Telecommunication Standardization Sector
studies technical, operating, and tariff questions and is- Traditional Emphasis on Good Governance
sues recommendations. Issues of particular concern to The Fund’s normal functions and priorities have al-
developing countries are studied by the Developmemays been supportive of good governance in its member
Sector. Recommendations issued by the sectors arecoeintries. Its promotion of free and open markets, price
binding on members, but are generally recognized tgcontrol, and trade and capital market liberalization have
governments and private sector companies as global stastlted in increased transparency as well as greater eco-
dards for the design of equipment and services. The Ramic efficiency. Support for central bank independence
dio Regulations Board approves rules of procedure usedl the end to directed credits and preferential lending
by the director and Radiocommunication Bureau in tlhave struck at the core of some corrupt practices. En-
application of radio regulations. couragement of respect for contracts and privatization of
The secretary general and the deputy secretary getate-owned firms also have contributed to good gover-
eral direct the general secretariat. In addition to providance. The IMF has promoted transparency in govern-
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mental fiscal policies and in related activities such aml assistance) due to concerns that corruption was in-
privatization. Where countries maintain international paterfering with Kenya'’s ability to fulfill its economic policy
ments restrictions, the Fund encourages their implemeommitments. Concerns about corruption also figured
tation via market-related means rather than individual Fund negotiations with Cameroon.
licensing decisions.
Stress on Fiscal Transparency
New Awareness of Corruption as an In April 1998, the Interim Committee of the Board of
Economic Problem Governors of the IMF adopted a Code of Good Practices
The Fund is placing an increasingly strong emphen Fiscal Transparency. Encouraging countries to bring
sis on explicitly addressing governance and corruptitieir fiscal policies and practices up to the standards in the
problems and promoting good governance in the contégtal transparency code has become a routine aspect of
of Fund surveillance and assistance programs. The fIMF surveillance. The IMF is putting increased stress on
of two breakthroughs with regard to attitudes towagbvernance issues as central to macroeconomic perfor-
corruption in member countries came in 1996, when thi&ance and plans to complete work in 1999 on a Code for
Partnership for Sustainable Global Growth underscorgidnetary and Financial Policy Transparency.
the need for “promoting good governance in all its as-
pects, including by ensuring the rule of law, improvinWorld Bank
the efficiency and accountability of the public sector, and The World Bank has been in the forefront among
tackling corruption, as essential elements of a framewal&velopment banks in the fight against corruption, espe-
within which economies can prosper.” cially under the leadership of President James Wolfen-
The Fund’'s second major step was the issuancesghn. At the 1996 annual meetings of the World Bank
1997 of guidance on the role of the Fund in governarexed the IMF, President Wolfensohn highlighted the “can-
issues. The guidance called for “a more comprehensogr of corruption” and its devastating effect on develop-
treatment of governance in both Article IV consultatiomaent. He pledged to address corruption on all fronts. A
and IMF-supported programs within the IMF's mandatank internal task force, the Corruption Action Plan
and expertise [and] a more proactive approach in adWerking Group, was charged to produce an action plan
cating policies and the development of institutions amal fight corruption. In September 1997, the board-ap-
administrative systems that aim to eliminate opportumiroved strategy entitled “Helping Countries Combat
ties for rent seeking, corruption and fraudulent activityCorruption: The Role of the World Bank” set forth a
multifaceted plan to (1) prevent fraud and corruption
Analysis of Corruption’s Impact on within Bank-financed projects, (2) help countries that
Economic Policy and Growth request Bank assistance to reduce corruption, (3) take
In 1996, the staff produced studies on the implicaerruption more explicitly into account in country lend-
tions of money laundering for macroeconomic perfoing strategies and project design, and (4) increase the
mance and the international financial system. In 19%ank’s cooperative support of efforts by other interna-
the staff released a paper on Corruption, Public Invegonal organizations.
ment, and Growth and conducted a seminar on Corrup- Since that time, the Bank has pressed forward on a
tion, Governance, and Economic Policy. number of fronts, including a thirty-point anticorruption
action plan aimed at building on previous efforts. The
Corruption and the Asian Financial Crisis and  action plan calls for increased candor about corruption,
Problems in Africa more focus and clarity in the Bank’s own efforts, and
In a major speech in January 1998, Managing Diregreater openness to new ideas and experimentation. The
tor Camdessus said that domestic corruption and the IBakk set up a simultaneous push on several fronts: (1)
of transparency about underlying economic and finamssisting countries that request Bank support; (2)
cial conditions contributed to the Asian financial crisisnainstreaming anticorruption in the Bank’s operations;
He noted that Fund economic reform programs wi(B) increasing knowledge and awareness about corrup-
Korea, Thailand and Indonesia included internationatiyn; (4) controlling corruption in Bank-financed projects;
accepted auditing and accounting practices, disclos(B¢ making in-house improvements; and (6) supporting
rules, and capital adequacy standards. The IMF alreatgrnational efforts and partnerships.
in 1997 had allowed an Enhanced Structural Adjustment The IDA-12 replenishment agreement strengthens the
Fund program to lapse in Kenya (i.e., suspended findinkage between new lending and borrower performance,
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including explicit consideration of good governance amtrd bidding documents are sometimes used by borrow-

efforts to combat corruption. ing country governments for their own national public
sector procurement. Disclosure of any commissions and
Internal Staff Ethics gratuities paid in association with a bid or a contract is

The Bank’s Code of Professional Ethics addressaaw included in the standard bidding documents. Addi-
conflicts of interest, the use of Bank resources and stidhal steps will be identified through a working group of
accountability. To ensure that Bank staff maintain thpeocurement officials from all of the multilateral develop-
highest professional standards, the Ethics Office has ba®nt banks to achieve agreement on uniform “best prac-
strengthened and the Bank has moved forward to invése” procurement documents and rules among interna-
tigate alleged staff corruption. The grievance system hiagal financial institutions.
been revised. An Oversight Committee on Fraud and As part of the stepped-up campaign against corrup-
Corruption has been established to review specific tien, during the past two years, projects are being audited
stances of allegations of fraud and corruption receivieg independent firms hired by the Bank. As a result of
by any member of the Bank. A confidential telephornibese audits, the Bank has declared misprocurement on a
hotline with multilingual capabilities is available for useaumber of contracts. Several firms and individuals have
by bank staff and the public. Monitoring and investigdseen declared ineligible to be awarded a World Bank—
tions have been enhanced, including the use of outdidanced contract for specified periods or indefinitely be-
experts, in an attempt to locate any problems areas witbduse they were found to have violated the fraud and cor-
the Bank. To date, investigations have turned up venption provisions of the procurement guidelines or the
few cases of in-house corruption, and these have beensultant guidelines.
vigorously pursued by the Bank. Remedies included law-

suits and staff dismissals. Research and Analysis
The Bank’s current initiatives are rooted in part in
Auditing and Procurement its concerns about key influences affecting foreign di-

Special emphasis has been placed on procuremeat investment and governance in developing countries.
financed by the Bank. In 1996 and 1997 the Bank toBkr example, in 1992 the Bank recognized corruption as
the lead among the multilateral development banks &ylisincentive to foreign direct investment in its Guide-
adding specific fraud and corruption language to its ruliéses on the Treatment of Foreign Direct Investment. The
for procurement of both goods and services and for getidelines called upon member countries to take steps to
lection and employment of consultants. The amendmeptsvent and control corrupt business practices, to pro-
require that all borrowers of Bank loans, bidders, suppiitote accountability and transparency in dealings with
ers, and contractors under Bank contracts must “obsefmeign investors, and to cooperate with other countries
the highest standards of ethics during the procuremantleveloping international procedures and mechanisms.
and execution of contracts.” The strengthened rules statés reports on governance in 1992 and again in 1994,
that the Bank will reject award proposals if it is detethe Bank identified public sector management, account-
mined that the bidder engaged in corrupt or frauduleatiility, legal frameworks, and transparency and infor-
practices. It will cancel any portion of a loan allocated toation as areas of ongoing and future Bank work.

a contract that was involved in corrupt or fraudulent prac- The Bank has become the focal point for developing
tices. Firms will be ineligible for future Bank-fundednnovative methods for analyzing and quantifying corrup-
contracts if they are determined to have engaged in dan in individual countries. The World Bank Economic
rupt activities. Procurement contracts may include prbevelopment Institute has created “diagnostic” approaches
visions allowing the Bank to inspect suppliers and coto- measure and better understand the nature and scope of
tractors accounts and records. corruption. The analysis focuses on shortcomings in poli-

In September 1997, agreement was reached on a ‘ties and institutions and contributes directly to design of
bribery undertaking,” which could be included at a bostrategies to improve governance. The Bank approach seeks
rowing country’s request and as part of a country’s arti-involve the broad participation of representatives of civil
corruption program, on certain Bank-financed contracsmciety as well as the government in the analysis and re-
Importantly, the Bank is developing standard bidding dodated workshops and task forces in order to develop a firm
ments (SBDs) for specialized procurement in informatigmass-roots commitment to transparency and the reform
technology and pharmaceuticals. SBDs have an imppicess. As of early 1999, eleven countries were engaged
far wider than IBRD-financed contracts, since Bank stain-serious empirical diagnostic exercises, and nearly forty
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others had expressed to the World Bank an interest in punrAFDB-financed projects and public sector procure-
suing such in-depth analysis as a prelude to mounting arent in member countries. In 1996, the AFDB signifi-

ticorruption strategies. cantly revised and improved its rules of procedure for
the procurement of goods and services. It has stated that
Assistance to Member Countries a good public procurement system should be based on

As an increasing number of members are prepatbé principle of open competitive bidding and a coherent
to acknowledge and combat corruption in their countries)d balanced regulatory framework. The AFDB requires
the Bank is undertaking to integrate anticorruption metite use of standard bidding documentation for interna-
sures into its mainstream operational work through tratienal competitive bids and has improved procedures to
ing, technical assistance and loans. The Bank has @seure that procurement under AFDB projects is as trans-
suspended or withheld assistance to certain countg@sent as possible. The AFDB has overhauled its pro-
where governments resisted implementing effective amwement review process and Procurement Review Com-

ticorruption programs. mittee to ensure close monitoring of the manner in which
contracts are awarded.
African Development Bank Recently, AFDB management proposed that ex-

Corruption is having an extremely negative impagpticit fraud and corruption language be added to the
on economic development in many African nations. POAFDB rules. These strong fraud and corruption amend-
governance and corruption are hindering proper resouncents will be considered by the board this summer.
management, undermining efforts to reduce poverty aflde AFDB is actively participating in a working group
obstructing sound private sector development by discoaf-procurement officials from all of the international
aging both domestic and foreign private investment. Theancial institutions. Additional steps, however, need
African Development Bank (AFDB) has responded to be taken through the working group of procurement
this problem and taken a leadership role in promotiodficials from the multilateral development banks to
good governance and combating corruption in Africa.achieve agreement on uniform “best practice” procure-

The AFDB is preparing a formal policy on goverment documents and rules among international finan-
nance that is expected to be approved in 1999. The raéal institutions.
policy will focus on accountability, transparency, par-
ticipation, and judicial reform, and will give increased Analysis and Research and Outreach
attention to the roles of the productive private sector and The AFDB is committed to supporting research by
of nongovernmental organizations, such as Transparehoth national and regional research centers to study the
International and the Global Coalition for Africa. Beeauses and implications of corruption ini&fm societ-
yond this, formal agreement was recently reached widls. The AFDB is planning to strengthen its own insti-
the AFDB shareholders to take a variety of governangional capacity for analysis of governance issues and
and corruption issues into account in all aspects of @srruption in African member countries. In addition,
operations, including as a basis for lending allocatiortthie AFDB, World Bank and IMF recently established a

joint institute in Abidjan which will provide a forum

Internal Staff Ethics for more effective cooperation in analysis of the full

The Articles of Agreement of the AFDB mandate thaange of Africa’s economic challenges, including
the AFDB maintain control mechanisms that preclude abrruption.
forms of fraud and corruption from its lending and techni- The AFDB also is working to increase awareness of
cal assistance operations. The AFDB is committed to hitdjie negative effects of corruption and in November/De-
standards of transparency and accountability amongciésnber 1998 hosted an important conference on “Public
own staff and is working with international agencies aftocurement Reform in Africa,” which was attended by
both foreign and African nongovernmental organizatiohinisters and high-level officials from thirty-two Afri-
to eliminate corruption. Internal controls have been eran countries. The Conference was a watershed event in
hanced and will be strengthened further, for examptggening a dialogue on public procurement to promote

through specific anticorruption training. improvements in how public resources in Africa are man-
aged. The Conference emphasized the need for commit-
Auditing and Procurement ment to the reform process at the highest levels of gov-

The AFDB has focused especially on the importaneenment in order to support legal, organizational and
of an efficient and competitive procurement process, bgtfofessional institutional changes.
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Assistance to Member Countries It sets forth four principles of good governance—account-
The AFDB has been taking corruption and goveability, transparency, predictability, and participation—
nance into account in its country strategy papers. Nawd commits the ADB to integrating governance activi-
this work is being expanded as the AFDB explicitly irties into its operations, programs, and technical
corporates governance into its country performance assistance.
sessments and subsequent resource allocation decisionsThis new anticorruption policy is an extension of the
It has focused especially on support of civil service aAdDB’s formal Good Governance policy adopted in 1995.
judicial reforms to raise the level of human resourc&bat policy represents an institutional commitment to
and technical know-how of procurement and law enforagaking governance a fundamental concern and focus of
ment officials and thereby improve the detection and pukbB operations.
ishment of corrupt practices. The new policy emphasis The ADB has set up a task force to implement the
on governance is expected to link lending programs dew anticorruption policy and created a specific Anti-
rectly to commitments to formal governance efforts orruption Unit within the Office of the General Audi-
the borrowing countries. tor. It also participates with the World Bank and other
The donors’ report on the eighth replenishment adgional development banks in a new Multilateral De-
the African Development Fund specifies that strong linkelopment Bank Coordinating Committee on Gover-
age will be established between country performance arahce, Corruption, and Capacity Building.
resource allocations to member countries. In the future,
moreover, indicative country allocations are not to be Internal Staff Ethics
regarded as entitlements to resources. Rather, access tdhe ADB recently updated and strengthened its code
AFDB resources will depend on annual assessment®btonduct for staff and has issued new staff guidelines spe-
each country's performance. The assessments will dically regarding anticorruption issues. It also has created
based on the following broad criteria: (1) macroeconomielependent internal mechanisms to address allegations of
policies, (2) structural policies, (3) policies for growtleorruption and to improve recruitment, regulations, proce-
with equity and poverty reduction, and (e) governandares, and management. In particular, the ADB is recruit-
and public sector performance. ing a small core of anticorruption specialists in the areas of
While helping those countries seeking assistance, thédlic sector management and institutional development.
AFDB also has enhanced controls over its own projedtsining programs on ethics and forensic accounting have
and now will consider canceling part or all of a loan @een developed. New rules have also been adopted to pro-
grant if the project is tainted by acts of fraud or corrupect whistle blowers and require sanctions, including pos-
tion. Key countries in which the AFDB’s new policysible dismissal and prosecution, for staff found to be in-
stance will be significant include Nigeria and Kenya. volved in fraud and other forms of corruption.

Asian Development Bank Auditing and Procurement

The 1998 annual report of the Asian Development The ADB has undertaken to strengthen its auditing
Bank (ADB) stated bluntly that corruption played “dunctions and has created new disbursement guidelines
central role in weakening governance institutions that ensure integrity in the administration of its projects
contributed to the Asian financial crisis.” Corruption thuand programs. The Office of the General Auditor con-
was, according to the report, “one of the key problerdacts independent appraisals and audits of the ADB’s
behind the currency turmoil, corporate bankruptcies, afivtncial, accounting, and administrative operations.
falling stock markets that have plagued the region since The ADB also has strengthened its procurement rules.
July 1997 Amendments to the rules were approved in 1998 and

In July 1998, the ADB adopted an official anticori999 to add specific language on fraud and corruption,
ruption policy. The policy is built around three objeao-bribery pledges and, importantly, to require the use
tives: (1) supporting competitive markets and efficierdf ADB standard bidding documents. In the rules, the
accountable, transparent public administration; (2) sugefinition of corrupt practice includes the behavior of
porting promising anticorruption efforts and improvingrivate as well as public officials. Furthermore, in con-
the quality of the ADB'’s dialogue with its developingdracts financed by the ADB, the contract documents must
member countries on governance, including corruptiorclude an undertaking by the contractor that no fees,
issues; and (3) ensuring that the ADB's staff, projectgatuities, rebates, gifts, commissions, or other payments,
and programs all adhere to the highest ethical standaadker than those shown in the bid, have been given or
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received in connection with the procurement processasrd the former Soviet Union. Unlike other regional banks
in the contract execution. Additional work is under wahat concentrate on assistance to developing countries,
through the working group of procurement officials frorthe EBRD’s borrowing members are mainly countries in
all the multilateral development banks to achieve agreésnsition from centrally planned to market economies.
ment on uniform “best practice” procurement documentsie EBRD is aware that rapid political and economic
and rules among international financial institutions. change in these countries, including large-scale
privatization of state-owned companies, has created wide-
Research and Analysis spread opportunities for the diversion of both financial
The ADB’s more activist stance on corruption reassets and exportable commodities, corruption in public
sponds in part to new research showing that corrupti@nrks concessions, and serious economic crimes such
has significantly reduced the performance of the Asians fraud and embezzlement.
economies by distorting public investment, discourag- As most of the EBRD’s projects are with the private
ing private investment, and wasting resources. The ABBctor, the EBRD has directed substantial effort to im-
has identified a variety of corrupt practices in the regioproving corporate governance through increased account-
These include: illicit payments and misappropriations ability, transparency and respect for the rights of minority
funds; the outright theft and sale of posts or promotiorsttareholders. The financial crisis in Russia, which resulted
procurement fraud; disclosure of false financial infom unauthorized stripping of assets, presented difficult chal-
mation; extortion; abuse of judicial and tax offices; ardnges for EBRD staff and shareholders. As a result, the
design and selection of uneconomical projects to cre&BRD has undertaken a reevaluation of its operations and
opportunities for kickbacks. The ADB'’s new policies arill in the future place an even greater emphasis on ensur-
aided by efforts made now by all ADB members to proig sound corporate governance. Greater attention will also
hibit the bribery of public officials. be given to advocating adequate regulatory, supervisory,
The ADB has set as priorities to improve its undeand legal frameworks by borrowing country governments
standing of the unique corruption problems in individutd improve the investment climate and deter opportunities
Asian countries, provide more effective delivery of antier fraud and corruption.
corruption assistance to ADB members, and learn from
approaches to fighting corruption and establishing norms Internal Staff Ethics

for good practices in other parts of the world. The EBRD’s main internal focus has been on en-
couraging a culture of ethical behavior within the EBRD
Assistance to Member Countries itself. In addition to educating staff to be aware and look

The ADB has identified six key areas of governancait for fraud and corruption, the EBRD has also estab-
for special attention in its assistance to members: (1) gahed rules and procedures for avoiding and detecting
ticipation, civil society, and social capital; (2) law andorrupt practices in EBRD-financed projects (which are
development; (3) the interface of the public and privagpeedominantly private sector projects) and technical
sectors; (4) project and sector assistance; (5) core govessistance.
ment functions at the national level; and (6) decentraliza- The EBRD established a strong code of conduct to
tion. The emphasis and precise form of future assistanegulate the behavior of staff, which broadly defines cor-
to borrowers will vary depending on the country. Recenipt practices and provides for close monitoring and dis-
examples of projects already containing governance aiplinary procedures. Recruitment is highly selective and
anticorruption components are loans for financial sectmsed on full disclosure. Staff are required to file state-
reform in Indonesia, Korea, and Thailand and for corpaents of compliance with the code. The receipt of gifts
rate governance and enterprise reform in the Kyrgyz Rexd honoraria is strictly controlled and illegal or improper
public. Examples of anticorruption technical assistance @ayments are strictly forbidden. A management group
capacity building in project accounting in Kazakhstan, tikensisting of the general counsel, personnel and internal
Kyrgyz Republic, and Uzbekistan and support for estadnidit oversees the code of conduct, with all matters ulti-

lishing the National Audit Office in Laos. mately going to the president of the EBRD. A code of

ethical behavior for all staff dealing with external sup-
European Bank for Reconstruction pliers will be referred to the board for approval the sum-
And Development mer of 1999. The EBRD is considering the creation of a

The European Bank for Reconstruction and Devétaud hotline mechanism, and explicit protection for
opment (EBRD) operates in Central and Eastern Europleistle blowers.
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Auditing and Procurement ment, based on the rule of law, will increase transpar-
To increase transparency and accountability within teacy and accountability and reduce opportunities for
EBRD there is a system of checks and balances involvioagruption.
an independent internal auditor, external auditor and the
audit committee of the board of directors. Outreach
The EBRD routinely performs due diligence on pro- The EBRD has begun to cooperate with other na-
spective private and public sector clients. Through ttienal and international organizations to combat finan-
due diligence process, the EBRD also checks that pctal crimes and money laundering. In particular, the
curement and contracting is carried out with no confliEBRD works closely with the OECD working groups
of interest and that purchasing methods which ensureramoney laundering and tax evasion, as well as Europol.
sound selection of goods and services at fair market pritfethere are questions on good standing of prospective
have been applied in the best interest of the EBRD’s dlients, EBRD works with governments and private in-
ents. Loan and certain other agreements between hstigators to fully understand project sponsors and
EBRD and clients typically include a number of cowsources of funds.
enants (such as compliance with international account-
ing standards, annual external audits of accounts, stlister-American Development Bank
limits on lending to affiliated parties), supported by ap- In December 1994, the Inter-American Development
propriate EBRD procedures, which further limit the of@ank (IDB) was given a clear mandate from hemispheric
portunity for corrupt practices and money laundering maders at the Summit of the Americas to assist countries
which would enable the EBRD to detect their occurrende combating corruption. In initial fulfillment of that man-
Among the multilateral development banks, the EBRd@ate, the IDB created in 1996 a Task Force on Corrup-
has developed cutting-edge approaches to due diligetioe and Other Financial Crimes.
on private sector operations. A clear consensus has developed among IDB share-
The EBRD's procurement rules were strengthenbdlders on the need for modernization and reform of the
in February 1998. Specific fraud and corruption languagablic sector and on the role of a smaller, efficient gov-
was adopted which is aimed at the procurement procegament that operates with accountability and transpar-
as well as the execution of contracts for goods, worlksicy. The IDB finances activities intended to implement
and services in the areas of public sector operations, tthie consensus to reform those regulatory or institutional
selection of concessionaires and the selection of consistmeworks and aspects of government that most easily
ants. Moreover, the rules were amended to allow thmvide opportunities for public corruption and fraud.
EBRD to reserve the right to consider corruption in the Currently, the IDB is dealing with the issue of cor-
context of contracts not financed by the EBRD. And, tieption at three levels: (1) supporting activities in mem-
EBRD may impose certain sanctions, including blacker countries and in the region, (2) ensuring the IDB-
listing, against clients or firms found by a judicial prolunded projects and IDB staff maintain highest standards,
cess or other official enquiry to have engaged in corrgtd (3) participating in the international dialogue on
or fraudulent practices. Additional steps are being eserruption.
plored through the working group of procurement offi-
cials from all of the multilateral development banks to Internal Staff Ethics
achieve agreement on uniform “best practice” procure- The IDB has in place a code of ethics to ensure the
ment documents and rules among international finandiatiegrity of its employees. Possible impropriety is inves-

institutions. tigated by the Office of the Auditor General in a process
that ensures confidentiality, due process, and adequate
Assistance to Member Countries protection of all parties. Additional safeguards are pro-

The EBRD helps countries to develop a legal frameided through an ethics committee, conduct review com-
work that supports promotion of private sector activitiesittee, and an independent investigation mechanism (a
and transition towards market-oriented economic potiermanent roster of expert investigators). Cases of mal-
cies. Through its Legal Transition Program, the EBRfBasance are few but have resulted in forced terminations.
has provided technical assistance on secured transactions
laws, bankruptcy law, and concessions law, and devel- Auditing and Procurement
oped “guidelines” on good corporate governance. Help- In January 1998, the IDB strengthened its basic pro-
ing transition countries to create a predictable enviraurement policies and procedures by adding specific fraud
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and corruption language. Under the new policy, the |CHE GG

will reject a proposal to award a contract, declare a fiIMqior International Organizations

ineligible to be awarded future contracts under IDB-

financed projects, and/or cancel a portion of the loan ég
e

: . : Fganization of American States (OAS)
grant. The IDB may require that bid documents inclu Over the past several years, the Organization of

Xmerican States (OAS) has played an active role in the
ht against bribery and corruption in the Western Hemi-
ere. In public statements and joint resolutions, the
AS has underscored its concerns about the negative
Mpact of these practices on good governance, economic
aevelopment and other national interests. OAS members
E increasingly aware that corrupt practices thwart the
&socess of development by diverting resources needed
to improve economic and social conditions. They also
. recognize that corruption is an obstacle to the observance
Research and Analysis of human rights.

The IDB has begun to study the specific problems of At the 1994 OAS General Assembly, members called
corrgption in Latin America. Studies on co_rruption ! r the study of measures aimed at fig’hting corruption,
\F/)vl;l;)/llc health services and on asset laundering are un roving efficiency in the running of public affairs, and

' _promoting transparency in the management of public

I_n February_ 1.998’ the IDB hosted a grqund-br_eak| ds. Thge Genepral Ass):ambly adoptedgthe resolu'ﬁon on
seminar on EﬁlClency and Transparency in Pl.JbI'C quf bity and Public Ethics on June 10, 1994, establishing
tqr Procuremgnt, which was attended_ by ”?'”'Sters, aé@orking group in the OAS Permanent Council to study
high-level off|C|aIs from many countries in Latin Amerlc%Sues related to good governance and ethics. The Pro-
and the Caribbean. The conference focused on four & and Public Ethics Working Group (Probity Group)
procurement relgted areas (i.e., Iegal_ fram_eworks, S8 mined how national legislation was addressing these
reform, information technology, a_nd financial Mmanadfssyes. It also provided a forum for discussing the con-
ment) to promote a more open dlalogt_Je on public P51 and oversight of existing administrative institutions.
curement and the fight against corruption. Following its review, the Probity Group made a check-
list of crimes related to public ethics and developed rec-

Assistance 1o '\"embef Co_untrles ommendations on judicial mechanisms to address such
The IDB has provided assistance to borrowers to ¢ mes

form tax; customs and financial systems; modernize the The first Summit of the Americas held in Miami in

public sector; define the state’s role in the economi@% included as one of its major themes the need to

strengthen _the executiv_e judicial, and legislative branchga ress corruption. Democratically elected leaders of
and establish appropriate regulatory and governme S member states issued a Summit Plan of Action,

supervision functions. Improvement in all of these acti{jch mandated negotiation of an Inter-American Con-
ties I\s/lerves 0 dllscohlralgDeBaﬁd (_je_tgr czrruppon.l .__vention Against Corruption. The action plan encouraged

ore re_cenlt y the : a? |E|t|a|1te riglong pro'i‘ecbsovernments to develop priorities for reform in several
0 sup?_ort |énp emf_ntatlor:jo the Ptgr-t m.etnc_anf_ nt5'mportant areas, including transparency and accountabil-
corruption L-onvention and promote integrity in |r)arHy of government operations; oversight of government

included \ar in 1998 on int tional | functions and related investigative and enforcement
Inciuded a seminar in oninternational money 1aufye cnanisms; conflict-of-interest standards for public

derm_g, a tfa.'”'”g program for b_anklng regulators a ﬁinployees; effective deterrents to illicit enrichment; and
banking officials, and a study for judges and Iorosecut%lrr?tibribery measures. The Action Plan also endorsed

that will support training activities in prosecuting asse&évelopment of a hemispheric approach to private and

Iaun,\c/lierlﬂgr::ases. i . be d & $ub|ic sector corruption, including cooperation on ex-
_ uch, however, still remains to be done to effe¢:. yiion and prosecution.

tively integrate awareness of corruption and necessary The OAS General Assembly responded by adopting
counter measures into the IDB'’s routine analysis, evaﬁj'resolution on June 9. 1995 which authorized two im-

ation, technical assistance, and country lending programtant follow-up actions. The first was for a seminar on
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tractors’ accounting records and financial statements
taining to the execution of a contract. At the request of
borrowing country, a “no-bribery pledge” may be includ
in the bid documents. The working group of procureme
officials from all of the multilateral development bank
provides a good instrument to achieve agreement on
form “best practice” procurement documents and rul
among international financial institutions.



probity and public ethics, which was subsequently hatdmmercial transactions, among others. These statements
in Uruguay in November 1995. The second was for thad others reflect the growing interest of hemispheric
drafting of an Inter-American Convention Against Coteaders in fighting bribery and corruption, and strength-
ruption. Negotiation of this convention came to a suening transparency and accountability in government.
cessful conclusion on March 29, 1996, when twenty-one To assist members in implementing the convention,
countries signed the convention. Four additional coutte Inter-American Juridical Committee of the OAS ap-
tries signed on subsequent dates, including the Unimdved, in August 1998, model legislation on illicit en-
States, which signed on June 2, 1996. The conventismhment and transnational bribery. The committee also
entered into force on March 6, 1997. Of the twenty-fiygepared a report on the subject and a guide to the model
to sign the convention, sixteen countries have ratifiedaiv for legislators.

as of June 1999. President Clinton transmitted the con-

vention to the Senate for advice and consent to ratifi@rganization for Economic Cooperation

tion on April 1, 1998. It is still awaiting Senate approvaAnd Development

The Inter-American convention was the first multi- The OECD has served as a key forum for industrial
lateral anticorruption treaty negotiated in the world. ¢buntries in developing an international consensus on com-
covers a broad range of corrupt acts, including purdlgting international bribery and corruption. Its member-
domestic corruption as well as transnational bribery. Sghip is composed of twenty-nine countries, including most
natories agree to enact legislation that makes it a crinofehe major trading partners of the United States. OECD
for individuals to offer bribes to public officials and fomembers share a commitment to market-oriented policies,
public officials to solicit and accept bribes. It is, theregtood governance and democratic practices. Because of
fore, considerably broader in scope than the OECD Aritiese common interests, consensus for joint action has of-
Bribery Convention, which covers only the offeringien been more practical to achieve within the OECD than
promising or giving of bribes to foreign public officialswithin larger, more diverse international organizations.

In 1997, the OAS adopted the Inter-American Pro- Over the past three years, the OECD has helped to
gram for Cooperation in the Fight Against Corruptioffiacilitate two important breakthroughs in the fight against
The program called for measures which included adopbfrupt practices. In 1996, the OECD members adopted
ing a strategy to secure prompt ratification of the coarecommendation that all members should prohibit the
vention, conducting comparative studies of legal provax deductibility of bribes of foreign public officials. Up
sions in member states, drafting codes of conduct fortil then, a majority of members had refused to con-
public officials, implementing a system of consultatiorsider eliminating such practices because bribes to for-
with international organizations, conducting media camign public officials were widely accepted in many parts
paigns, and formulating educational programs. of the world. A year later at the May 1997 Ministerial,

At the second Summit of the Americas held imembers agreed on a recommendation to negotiate a
Santiago on April 18-19, 1998, leaders stated that tHegnvention on Combating Bribery of Foreign Public
would resolutely support and implement the Inte®fficials in International Business Transactions, in con-
American Program to Combat Corruption, especialfgrmity with an already agreed-upon set of common ele-
the adoption of a strategy to achieve prompt ratificments. These elements, with a few significant exceptions,
tion of the Inter-American convention by member narack closely the provisions of the FCPA.
tions. They agreed to sponsor workshops and other fol- On November 21, 1997, negotiators from thirty-four
low-up activities related to the convention, including @ountries (all twenty-nine OECD member states and
Symposium on Enhancing Probity in the Hemispher&igentina, Brazil, Bulgaria, Chile, and the Slovak Re-
which was held in Chile later in 1998. They also eipublic) adopted the Convention at the OECD in Paris. It
dorsed the study of asset laundering, codes of condwes signed on December 17, 1997. (Australia signed the
for public officials, information campaigns on the ethi€onvention a year later after having completed required
cal values that sustain the demaocratic system, and ottmrsultations with its parliament.) On February 15, 1999,
actions to promote good governance, such as legiglae Convention went into effect for the twelve countries
tion that obliges senior public officials to disclose pethat had deposited instruments of ratification with the
sonal assets and liabilities. OECD. The OECD Working Group on Bribery is moni-

Summit participants agreed to encourage the appraaing implementation of the Convention and following
of effective and specific measures to combat all formswgf on several important issues that were not included in
corruption, bribery, and related unlawful practices ithe final text. (See Chapters 3 and 6.)
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OECD support for international antibribery initiaseveral international organizations participated in the
tives, however, has gone beyond negotiating the Comeeting. The group launched an informal anticorruption
vention and monitoring its implementation. The OECBetwork for transition economies to help coordinate na-
has also undertaken a variety of outreach activitiestional and international anticorruption programs. A steer-
Latin America, Asia, Eastern Europe and the former Sog group comprised of representatives from the Soros
viet Union to assist countries in developing effectidéoundation, Transparency International, and international
antibribery and good governance programs. A newdyganizations was formed to identify network participants
formed Anticorruption Unit within the Secretariat haand encourage their participation. An Internet site is un-
responsibility for coordinating outreach activities. Theer construction that will make information on regional
Anticorruption Unit has created its own home page withémticorruption efforts widely available and facilitate an
the OECD Internet website to disseminate informati@bectronic discussion group for network members.
about antibribery activities and the Convention. The OECD's outreach program for 1999 focuses on

In developing outreach programs, the Anticorruptidwo main areas: (1) broadening the discussion of the
Unit has sought to create synergy by using OECD-wi@ECD Convention and related instruments and (2) shar-
expertise and by collaborating with public and privaiag information on national, regional, and international
sector groups, including the U.S. Agency for Internaitiatives. This strategy relies on the continuous devel-
tional Development (USAID), the European Union (EUppment of partnerships among major stakeholders such
the Organization for Security and Cooperation in Eas the business community, hongovernmental organiza-
rope (OSCE), and Transparency International. Duritigns, governments, and international organizations. In
1998, the OECD helped to organize several conferenadslition to organizing its own workshops, conferences,
and regional events that brought together business leaad seminars, the Anticorruption Unit is also participat-
ers, journalists, nongovernmental organizations, and pirig in other international forums to disseminate infor-
fessional associations to discuss the Convention and poation about the Convention and promote its objectives.
sible measures to fight bribery and corruption. The OECD In February 1999, the OECD Anticorruption Unit
and OSCE cosponsored a Conference on National aodperated with the OECD Development Center to or-
International Approaches to Improve Integrity and Tranganize a symposium in Washington on the role of the
parency in July 1998 that was attended by more thamvate sector in fighting corruption in developing and
175 representatives of governments, nongovernmentalemerging economies. The Anticorruption Unit was also
ganizations, international organizations, and the privatetively involved in Vice President Gore’s conference on
sector from thirty-five OSCE member countries. Thighting corruption, which high level representatives from
conference, which was held in Paris, discussed how kagtost ninety countries attended in Washington on Feb-
to fight corruption, promote good governance, andary 24—-26, 1999.
strengthen civil society. Participants agreed on the im- The Anticorruption Unit and OECD’s Public Man-
portance of establishing clear laws that can be predagiement Service (PUMA) will support a workshop for
ably enforced, instituting educational programs, and shasian economies in the fall of 1999 to discuss bribery
ing information among interested countries. and corruption in the Asia-Pacific region. Other spon-

The OECD and OAS collaborated on a similar evesrs include the Asian Development Bank, UNDP, and
for Latin American countries in Buenos Aires in SepdSAID. This meeting will bring together government
tember 1998. A workshop for governments, nongoverfficials and representatives of the business community
mental organizations and the corporate sector was hatal civil society to exchange experiences on fighting
to examine ways to fight bribery in international busbribery and corruption, discuss ways to improve integ-
ness transactions. Participants encouraged countriegtyoand transparency in government, and strengthen in-
ratify and implement the Inter-American Conventioternal and international cooperation. The Anticorruption
Against Corruption and stressed the need for interactidnit is planning additional meetings with Central and
between governments and civil society in order to preatin American regional organizations to discuss anti-
vent corrupt practices. corruption issues.

In October 1998, the OECD worked with USAID to  In another important joint initiative, the OECD and
organize a workshop in Istanbul on Combating Corrugite European Union have established the Support for
tion in Transition Economies. Delegates from elevémprovement in Governance and Management in Cen-
countries of the former Soviet Union, the Black Sea Edwal and Eastern European Countries (SIGMA) program
nomic Cooperation group, OECD member countries, atedhelp thirteen Central and East European countries re-
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form public administration and strengthen the integritgting legal mechanisms or devise new ones to prevent
of state institutions. Operating within PUMA, SIGMAand respond adequately to all forms of corruption. In the
counsels governments on developing a professional cgaime resolution, it requested that the Criminal Justice
service with high standards of ethical conduct; improBranch of the UN Secretariat offer practical assistance
ing independent audit and financial controls; establish-the areas of strategic planning, legal reforms, public
ing transparent, fair public procurement systems; impradministration, training of officials, and the tendering of
ing the administration’s service to the public aniditernational aid projects.
businesses; and enhancing the effectiveness of laws andOn the basis of the work and recommendations of
regulations. SIGMA's activities support institution buildthe UN Economic and Social Commission (ECOSOC)
ing and complement other European Union—backed pdaring the period 1992-94, the issue of corruption was
grams aimed at preparing these countries for eventimlluded in the program of the Ninth United Nations
EU membership. Congress on the Prevention of Crime and the Treatment
The SIGMA program is also engaged in an Internet Offenders, held in Cairo April 29—May 8, 1995. The
project with Transparency International to produce aongress devoted a special session to the subject and in-
up-to-date online directory of national and internationaited member states to improve policy development, in-
anticorruption programs operating in Central and Eastease the use of bilateral or multilateral cooperation
ern Europe. Information on the Internet site will serve agreements, and conduct more extensive research on
a practical reference guide for those involved in tlerruption.
struggle against corruption, including donors, govern- In a 1995 resolution adopted on the recommenda-
ments, nongovernmental organizations, journalists, busin of the Commission on Crime Prevention and Crimi-
nesses, and trade unions. The project is intended tornfal Justice at its fourth session, ECOSOC urged the
cilitate the exchange of information and experiences orember states to develop and implement anticorruption
anticorruption work and to improve donor coordinatiomeasures, to increase their capacity to prevent and ad-
equately control corrupt practices, and to improve inter-
United Nations national cooperation in that field. ECOSOC also re-
As an international organization with broad menguested that the Secretary General review and expand
bership, the United Nations has played an especially usee manual on practical measures against corruption.
ful role in educating governments on the importance of On December 12, 1996, the General Assembly
good governance and the need for strong anticorruptamopted an International Code of Conduct for Public
programs. While UN resolutions on bribery and corru®fficials. It recommended that member states use the
tion are nonbinding, they have brought increased attende as a tool to guide their efforts against corruption.
tion to the problem of corrupt practices and have enco8hortly thereafter, on December 16, 1996, the General
aged member states to take action through natioAaskembly adopted the United Nations Declaration against
legislation and other international agreements, suchGaruption and Bribery in International Commercial
the OECD Antibribery Convention and the Inter-Amerifransactions. In the declaration, member states pledged
can Convention Against Corruption. to criminalize bribery of foreign public officials in an
Over the past decade, the United Nations has dewdfective and coordinated manner. They also endorsed
oped a number of proposals for assisting member statenying the tax deductibility of bribes paid by any pri-
in their efforts to address bribery and corruption. In 1988te or public corporation or individual of a member state
the Development Administration Division of Technicato any public official or elected representative of another
Cooperation for Development and the Crime Preventioauntry.
and Criminal Justice branch of the UN Secretariat orga- The Secretary General presented a report to the Crime
nized an interregional seminar at The Hague in collalirevention and Criminal Justice Committee of ECOSOC
ration with the Ministries of Foreign Affairs and Justicen Vienna April 28—-May 9, 1997. The report gave an
of the Netherlands. Their report included an overview averview of the problem of corruption, summarized in-
national responses to corruption and of emerging caernational efforts at combating it, and recommended a
cerns and practical measures as well as a set of prioritiege focused and systematic attack. This meeting was
and recommendations. At the Eighth United Nations Cdollowed by an expert group meeting on corruption and
gress on the Prevention of Crime and the Treatmenttloé implementation of the declaration in Buenos Aires
Offenders, held in Havana August 27—September 7, 198@rch 17-21, 1997. The experts submitted a report to
Resolution 7 recommended that states should revise tie- Crime Prevention and Criminal Justice Committee
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with their conclusions and recommendations on cowerse effects on trade flows, sometimes even negating
bating corruption and implementing the Internationatarket access gained through trade negotiations. In many
Code of Conduct. countries, corruption is affecting customs practices as
On February 21, 1997, the UN General Assembiyell as decisions on government procurement contracts.
adopted a resolution, based on a recommendation byBhikery and corruption can not only undermine the foun-
ECOSOC, urging member states to take all possible méations of the international trading system, but also frus-
sures to further implement the United Nations Declara@ate broader reforms and economic stabilization pro-
tion against Corruption and Briberjhe General Assem-grams. That is why the World Trade Organization, with
bly also requested that the United Nations Conferencetba support of the United States, has also been a forum
Trade and Development (UNCTAD) and other competdior advancing anticorruption initiatives.
bodies of the United Nations system assist member statesWorking through the WTO, the United States and a
in areas relating to bribery and corruption. limited number of other members negotiated an Agree-
One key area identified for assistance was the impfeent on Government Procurement (GPA) to reduce cor-
mentation of national programs to strengthen accountahilption in government procurement. The GPA, which went
ity and transparency. The UN bodies were also askednio effect on January 1, 1996, establishes substantive pro-
help member states implement relevant conventions, deedural disciplines to ensure transparency and due pro-
larations and instruments to combat corruption and britess in procurement decisions. Although the GPA con-
ery in international commercial transactions. The resokains important disciplines, it is a plurilateral agreement,
tion welcomed the work performed by the United Nationgth only twenty-six signatories: Aruba, Canada, mem-
Development Program in the field of good governandger states of the European Union (Austria, Belgium, Den-
The Secretary General was given responsibility for camark, Finland, France, Germany, Greece, Ireland, Italy,
sulting with UNCTAD and reporting to the General Astuxembourg, the Netherlands, Portugal, Spain, Sweden,
sembly on anticorruption and antibribery measures takamd the United Kingdom), Hong Kong China, Israel, Ja-
by member states, international and regional organizatiques), Liechtenstein, Norway, Republic of Korea, Singapore,
nongovernmental organizations and the private sectorSwitzerland, and the United States. The Committee on
On February 2, 1998, the UN General Assembfyovernment Procurement is currently in the process of
adopted a resolution calling for International Coopersimplifying and improving the GPA pursuant to the man-
tion against Corruption and Bribery in International Congtate in Article XXIV(7)(b) of the agreement. One of the
mercial Transactions. The resolution urged member stagesls of the GPA revision is to make the agreement more
to implement the Declaration Against Corruption aratcessible to nonparticipant WTO members.
Bribery in International Commercial Transactions and The 1996 WTO Ministerial Conference in Singapore
the International Code of Conduct for Public Officialsnade an important contribution to international efforts
and to ratify, where appropriate, existing instruments combat bribery and corruption by establishing a new
against corruption. Working Group on Transparency in Government Procure-
The United Nations Commission on Internationahent. The working group was given a mandate to study
Trade Law (UNCITRAL) is also providing valuable legafransparency and to develop elements for inclusion in a
assistance to countries interested in improving their p-TO agreement. Over the past three years, the working
curement laws and regulations and thus limiting the agroup has made significant progress in fulfilling its man-
portunities for bribery and corruption. In 1994date. The United States and several key trading partners
UNCITRAL approved a Model Law on Procurement diave set a goal of having the working group complete its
Goods, Construction, and Services, aimed at preventimgrk on developing the elements of a multilateral agree-
bribery and corruption. A number of countries around thgent on transparency in government procurement be-
world have based their procurement laws or standarddare the upcoming WTO Ministerial Conference com-
provisions of the UNCITRAL Model Law. Many of themences in Seattle on November 30, 1999.
new democracies in Eastern European and Newly Inde- The United States has taken the position that a WTO
pendent States have benefited from UNCITRAL assagreement on transparency in government procurement
tance. Albania and Poland, for example, have already sheuld address fundamental aspects of transparency,
acted legislation based on the UNCITRAL model law. including
* Publication of information regarding the regula-
World Trade Organization tory framework for procurement, including relevant
Among the harmful consequences of bribery are ad- laws, regulations and administrative guidelines.
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 Publication of information regarding opportunities

for participation in government procurement, includ-

ing notices of future procurements.

« Utilization of competitive procurement procedures.

 Clear specification in tender documents of evalua-

tion criteria for award of contracts.

* Availability to suppliers of information regarding

contracts that have been awarded.

« Availability of mechanisms to challenge contract

awards and other procurement decisions.

The WTO is also addressing issues related to indi-
vidual trade transactions involving the movement of
goods. In this context, corruption often has its genesis
when the customs procedural environment of an import-
ing country is neither transparent nor rules-based. In 1997,
a WTO Working Party on Preshipment Inspection was
established and completed its work in March 1999. It
developed several immediate action items and other
measures to be undertaken by members to strengthen the
operation of the Agreement on Preshipment Inspection.
The United States has also been leading an ongoing ini-
tiative towards full and timely implementation of the
WTO Agreement on Customs Valuation by more than
fifty WTO developing country members before the end
of 2000. Proper implementation of the valuation agree-
ment diminishes certain systemic problems that are of-
ten the starting point for corruption related to the assess-
ment of duties and obtaining release of goods from the
custody of customs officials.

In accordance with a mandate from the 1996 Minis-
terial Conference, the WTO Council on Trade in Goods
has been undertaking exploratory and analytical work in
the area of trade facilitation. In this context, the issue of
customs integrity has been identified as a priority item.
The United States, along with several of its key trading
partners, is pressing other WTO members to include trade
facilitation as a subject for future WTO work.

1See BG-Temp. 126-102 “List of Participants and Com-
position of the Board of Governors, International Telecom-
munications Satellite Organization One Hundred Twenty-
Sixth Meeting 12-18 March 1999.”

2Alternatively, a decision may be taken on the affirma-
tive vote of the total number of Board of Governors minus
three.

SAttachment No. 2 to MS-29-6 “Parties to the Agree-
ment and Signatories to the Operating Agreement With Total
National Investment Share Determined As of 1 March 1999.”

4See INTELSAT Annual Reports of 1995, 1996, and 1997.
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